
Dear Apj,licar ~t : 

We consj.dcr~A yollr ?tppl.:ication for C X ~ ~ % > ~ ' . ~ . O T I  fro21 FeC1e1:al i.~~cm!e t a x  
an ali orgnn:i.zation c:'c,c;cribcd ir i  secticil 5 0 l ( c )  ( 6 )  of i;he Internal Reverrr?e 
Zotlc of 19L3?:. 

'Ihe irif or'clat ion suhmi ttcd Ci5.scloscs tkia t you were incorporatecl under t h e  
nonprofit: corporatiorl laws of t h c  Siztite of ********** n oil *****  **  ***** . 

Sect:[.cri 1.501(c) (G )-? of Ir?.cc?~e Ts.x RcquI.ati~orl states, in p a r t  , :is 
. f ~ l J . c t i ~ ~ ~  : 

"A b:i:;iness league is an ?issociation of persons having sorile 
cc;?imon l-,usiness i.r~t;?rcst, tlne p i ~ r p s e  o f  whiel-: is to  prozote 
s~!c!l canrilon intereul.. . .It i:; an orq3nizatio1? of t l ~  same 
gencxnl cJ.~ss as a cl.lc?i:li:er of cori>ficrCe or boarctl of trade. 'I'kjus, 
its a c t i v i t i e s  should LIE. directer? to the  j.n~:)rovernerit of 11usi11ess 
ccndi.tions o i  ol~c or ~rxlrc I.i~ies of btisiness as  rli~tincjuisherl 
f ron~ the perEornai1cc of particular services for  individual 
persons. " 

I3embers of a busiiless letigue r m ~ s t  be drawn from one or more lines of 
Isusiness and t h e  organl.zation must irnr;rove cci!lclitrj,orts for  the gwcral 
line of business, Xestrietior~s pl.aced on irentjership serve to dcfine that  
l . i n c  of bilsj.r?ess. 

Infon;'tc?tion you subrni.tted indicates t?mt  yo^? have cont:ractetl wi ti: *****   
** ***** *** **********  *** . and that the retnir~cr clj.ects of ****** ** 
****** **** ********** **  ., sl?a13. be m~!?rni3crs of:' your col:poratj.on and the 
ili't.i?j.riel: fee 1.1i3.1 Le the i ~o rna i  dues pair! t o  ?I?@ associatj.nn, 

Your bylaws define ixernbersliiliip cligi1:)i l i ty t:o he ali pcjrsons, f inns, 
corporatj.cns or associaticns , cr!gayeS S.n inBustry or busincss . 
Current.1-y, r 9 u r  mm2.3ership consi.:;ts of ***  ** ~acrnbers i n  the fcllowing 
categories: Const ructior: * ,  trucking ** , public employers * ,  s u p p l i e s  * ,  
d i s t r i b u t o r s  *,  re:; taurants * , hotel *, ~mnuf  actutrinq *, and service 
corrp3ani.c* *  .  

Your oryanizatlons ' s membership comes from varf oils lir,es of business ant1 
so dcx?~ n u t  sc?tl;i?v the line of businc?:;~ require~acnt. 



******* ***** ******** ******  

I n  addition, a c t i v i t i e s  m u s t  be directed t o  the  improvement of business 
conditions of one o r  more l i n e s  of business a s  distinguished from the 
performance of par t icu lar  services fo r  individual persons. 

Your primary purpose is t o  provide consulting and negoti.ation services i n  
contract  negotiations and union grievances. ****** ** ***** *** 
********* ***  provides these services on a retainer basis, and members 
a r e  charged a fee  assessment of $****  per hour f o r  representation. 

Representation of member employers i n  contract negotiations, or i n  
resolving a grievance, benefi ts  t h e  par t icu lar  employer rather  than 
benefi t ing an industry. Providing consulting services t o  members on a 
re ta iner  basis is a convenience o r  economy t o  members i n  conducting t h e i r  
businesses. Secondly, t h i s  a c t i v i t y  would general ly be done by members 
f o r  themselves i f  not by the organization. Thirdly, each member's 
contribution is i n  proportion t o  what is received. Members pay $****  
per hour for the  services indicating t h a t  t h e  individual m2mber is being 
benefi t ted rather than the  industry. 

Revenue ~ u l i n g  65-164, 1965-1, C.B. 238, held t h a t  an organization 
consis t ing of individuals, partnerships,  firms and corporations in  a 
pa r t i cu la r  industry which had a s  its purpose negotiation of co l lec t ive  
bargaining contracts,  interpretat ion of such contracts and adjustment of 
labor disputes on an industry-wide bas is  q u a l i f i e s  under sect ion 
501(c) (6). Membership dues cons t i tu te  i ts only source of income. 

This organization can be distinguished from your organization i n  t h a t  
your members do not represent a part icular  industry and do not have a 
common business in t e re s t .  Secondly, your members are represented 
separately i n  negotiations and a r e  separately charged on an hourly bas is  
fo r  consulting services rendered, which supports t h e  conclusion t h a t  these 
a c t i v i t i e s  represent par t icu lar  services t o  individual members. The 
organization described i n  Revenue Ruling 65-164 had representation 
performed for the members on an industry-wide bas is .  

We have concluded t h a t  you do not qual ify f o r  exemption from Federal 
income t ax  a s  an organization described in  sec t ion  501(c) ( 6 )  of the  
In terna l  Revenue Code. Accordingly, you a r e  required t o  f i l e  income tax 
returns on Form 1120, annually, with your D i s t r i c t  Director. 

I f  you a r e  i n  agreement with t h i s  proposed determination, we request tha t  
you s i g n  and re turn  the enclosed agreement Form 6018. Please note the  
instruct ions for  signing on the  reverse s ide  of t h i s  form. 



11:' y;:!u arc: not ili :~jret?iir,?r!t '.;'it21 t h i s  &-~rops$;c:rj tlet~njiini!ti.nit, k;e 
recoxanenti 'il13t you .rc?q~c:i:: a ht!3rinc~ w i t h  rxr otCicc of Hr?yio!?i,!l L',irectca: 

A .  U C ~ I ~  ftxj~!e~(.:I: for 5 l;c:;tlri.ng sl:ould inc lude  . r  ;iri';ten appeal 
y i v i n q  I:!?? K A C : ~ . G ~  Ira:.!.!, ans? Zi!? oki;er inforr:::~t-i.o~). t:o nupFart yeti!: pxxitlor! 
as expl rtinci:! i:r t i . i ~  enclc~r;a;f I!iibl.l.cat-.ion 8512. Yclu vj . l l  then  he rorltactcd 
t o  axranye H (!ate I:t;~r 2 I ~ E ~ ( ? P ~ . I - . ~ ,  Y!:;~!c: hec?ri.ng ns? be hclG ;?1; the ofl'lot? 
of !Z~~ji.<>!~;:il. Director of Appnls or, i.E yaa rt?cjliesk, alr n mtuahly 
convartie;)i; Di:.jt-~ii:t: Of Lice. A :;ei l'-~~?dr.?:;~c?c.'i crtvclcpe i r  encl.ose6. 


